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FOR DELIVERY OPENING OF BUSINESS APRIL 18 

E.O. 11652: GDS 

TAGS: EINV, ENRG, PFOR, EC 

SUBJECT: GULF-GOE NEGOTIATIONS: GOE DROPS DEMAND FOR LETTER OF 
CREDIT 

1 . BEGIN SUMMARY. THE GOE HAS DROPPED ITS DEMAND FOR A 
LETTER OF CREDIT TO COVER GULF'S OBLIGATION UNDER DECREE 285 
AND AGREED ALTERNATIVELY TO OFFSET CEPE'S DEBTS FOR 
INTERNAL CONSUMPTION CRUDE AGAINST GULF'S 285 OBLIGATION. 

GOE ALSO AGREED TO MANY OF GULF'S PROPOSED CHANGES IN THE 
"ACTA" TO SETTLE DECREE 285 BUT INSISTED THAT THE DIRECTORATE 
OF HYDROCARBONS WOULD HAVE FINAL APPROVAL OVER AUDIT 
OF THE DECEMBER 31 STOCK POSITION. GULF HAS DECIDED TO 
PROPOSE THAT THE STOCK POSITION BE INCLUDED IN THE "ACTA" 

RATHER THAN MAKE IT SUBJECT TO AUDIT, BUT THIS CONCESSION 
HAS NOT YET BEEN COMMUNICATED TO THE GOE. GULF STILL 
ANTICIPATES DISPUTE OVER THE PRICE GULF WILL PAY 
CEPE FOR THE SHORTFALL AND THE PIPELINE AND TRANSPORT 
CHARGES CEPE WILL PAY GULF. GULF HOPES TO CONTINUE 
DISCUSSIONS APRIL 17 ON FINAL DRAFT OF "ACTA." END SUMMARY. 
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2. GOE AND GULF HELD LENGTHY MEETING EVENING OF APRIL 15 
TO DISCUSS TERMS AND AMOUNT OF GULF'S LETTER OF CREDIT 
TO THE GOE WHICH HAD BEEN REQUESTED BY GOE SUBSECRETARY 
OF NATURAL RESOURCES PARODI TO COVER THE DIFFERENCE 
BETWEEN GULF'S OUTSTANDING OBLIGATION OF DECREE 285 
(846,000 BARRELS) AND THE AMOUNT OF CRUDE THAT CEPE HAS 
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ALREADY LIFTED. WHEN IT APPEARED THAT GULF AND THE GOE 
COULD NOT AGREE ON MEANS OF ACTIVATION FOR THE LETTER OF 
CREDIT, GULF SUGGESTED OFFSETTING GULF'S POTENTIAL 
OBLIGATION AGAINST CEPE’S LONG-OVERDUE DEBTS FOR PURCHASE 
OF DOMESTIC CONSUMPTION CRUDE. LOCAL GULF MANAGER JACK 
O BRIEN REPORTED TO CHARGE THAT THE "GOE JUMPED ON THIS 
IDEA," AND GULF OFFICIALS IN CORAL GABLES HAVE READILY 
AGREED TO THE CHANGE. 

3. THE GOE ALSO AGREED TO MANY OF GULF'S PROPOSED CHANGES 
IN THE "ACTA" TO SETTLE DECREE 285 IN THE APRIL 15 MEETING 
BUT INSISTED THAT THE DIRECTORATE OF HYDROCARBONS WOULD 
HAVE FINAL APPROVAL OF THE AUDIT ON THE DECEMBER 3 1 STOCK 
POSITION. LOCAL GULF MANAGER O BRIEN TOLD CHARGE MORNING 
OF APRIL 17 THAT GULF ATTORNEY LUCAS AND GULF VICE 
PRESIDENT MCNAULTY (WHO ARRIVED IN QUITO THIS MORNING) 

HAVE DECIDED TO CONCEDE THIS POINT AND INCLUDE THE STOCK 
POSITION IN THE "ACTA" RATHER THAN MAKING IT SUBJECT TO 
AUDIT. GULF BELIEVES IT CAN REACH AN AGREEMENT UPON 

A FIGURE WITH THE GOE FOR THE STOCKS. O BRIEN REPORTED, 
HOWEVER, THAT GULF EXPECTS CONSIDERABLE DIFFICULTY IN 
REACHING AGREEMENT ON THE AMOUNT TO BE PAID CEPE FOR THE 
SHORTFALL AS WELL AS ON THE COST OF PRODUCTION AND TRANSPORT 
THAT CEPE MUST PAY GULF. LUCAS ALSO WANTS MORE DETAIL 
IN THE "ACTA" TO COVER VARIOUS LEGAL POINTS. 

4. GULF OFFICIALS ARE NOW DISCUSSING "ACTA" AND HOPE TO 
BE READY TO RESUME DISCUSSIONS WITH THE GOE AFTERNOON 
OF APRIL 17. GENERAL DURAN'S PROJECTED SIGNING OF THE 
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JANUARY AGREEMENT ON APRIL 18 WILL NOT BE MET. 
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